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Related Bills: See Prior Anal ysis Telephone: 845-3627 Amended Date: 04- 24- 00

Attorney:  Patri ck Kusi ak Sponsor:

SUBJECT: United States Smal| Business Adm nistration Guaranty Fees Credit

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of hill as
X amended  April 6, 2000

X FURTHER AMENDMENTS NECESSARY .
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALYSISOF BILL AS AMENDED April 6, 2000, STILL APPLIES.
OTHER - See comments below.

SUWARY OF BILL

This bill would provide a credit equal to:

the anbunt paid to the U.S. Small Business Adm nistration (SBA) as a
guaranty fee related to obtaining guaranteed financing, plus

an anount equal to any fees or other costs paid to obtain the SBA | oan,
but not to exceed $1, 000.

SUWARY OF AMENDMENT

The April 24, 2000, anendnment clarified that the credit would be equal to an
anount paid or incurred by the borrower.

The amendnent provided that the location criteria of the bill also wuld apply to
the portion of the credit resulting fromany fee or other costs paid to the SBA

In addition, the anmendnent provided that no deduction would be all owed for the
credit amount.

As a result of the April 24, 2000, anendnent, the policy concern regarding a
possi bl e doubl e benefit has been resolved. In addition, the inplenentation
concern regarding the location criteria for “any fees or other costs” has been
resolved. A new inplenentation concern and the renmaining inplenentation concerns
are included bel ow

Except for the discussion of this analysis, the departnent’s analysis of SB 1336
as anended April 6, 2000, still applies.
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| npl enent ati on Consi derati ons

VWiile the term “borrower” has been added to the bill, it could be
interpreted that the lender qualifies for the credit, as the | ender
“borrows” the noney fromthe SBA and pays the guaranty fee. The bill should

be anmended to add definitions for “lender” and “borrower” and clarify that
the credit is equal to an amount paid by the |l ender to the SBA as a guaranty
fee, which is passed on to the borrower by the | ender as the sane fee and
anmount .

In addition, since guaranty fees paid to the SBA are paid by the | ender and
it is unclear if the |lender passes on those fees as “guaranty fees” or sone
other type of fee, it is unlikely many borrowers would be allowed to claim

the credit for indirect guaranty fees passed on by the |ender. This would

occur because | ender costs, fees, etc., are limted to $1,000 per year, and
t he guaranty fees for average SBA loans in California are greater than this
anmount .

This bill refers to the state average unenpl oynent rate for the 12 nonths
preceding the date the | oan proceeds are di sbursed and the guaranty fee is
paid. It is unclear if the unenploynment rate data are avail able and

continuously updated for 12-nonth periods on a county-by-county basis.

In addition, it seens possible that the | oan proceeds could be disbursed in
one nonth and the | oan guaranty fee paid in another. Therefore, it would be
uncl ear which nonth to use for applying the unenpl oynent rate.

Al t hough the term "borrower"” has been added to the bill, the credit
limtation | anguage in subdivision (b) still refers to a "business.” The
term "busi ness" should be anended to "borrower"” so that it is clear that
these parties are the sane. |In addition, the "total fee paid" |anguage in
t hat subdi vi si on should be anended to "total fees and costs paid" to
correspond to the | anguage in subdivision (a).

Once the inplenmentation concerns are resolved, inplenenting this bill would
not significantly inmpact the departnent’s prograns and operations.

POSI TI ON

Pendi ng.



